
FLYER

OS8A-I09
April 30, 1996

TO: Chief, HRMS

SUBJ: Public Law 104-106, The National Defense Authorization Act for
Fiscal Year 1996

This flyer transmits Benefits Administration Letter (BAL) 96-102. The BAL provides
information about retirement law changes made by Public Law 104-106 that apply to certain
employees who have performed service with a nonappropriated fund instumentality after
December 31, 1965. Office of Personnel Management retirement staff has advised that they
are in the process of developing implementing regulations, and that it is very unlikely that the
new retirement provisions will apply to a non-Department of Defense employee.

Any questions you have about this flyer may be directed to Rod Meader at (202) 565-8588,
Barbara Wright at (202) 565-8586, or Bruce Ducharme at (202) 565-8591.

Employee Relations Division (OSSA)
Office of Human Resources Management

VA Central Office -Washington, DC
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Public Law 104-106, Th~ Naliunal ~f~s~ AulhuriLoaliun Act
fur Fiscal Y ~ar 1996

SUBJECT

This Il:ll~ is 1u infunn you ufimpurlanl nl:W provisions in Public Law 104-106, Ihl: Naliunal

Dl:fl:nsl: AulhuriL.a1iun Ac1 fur Fiscal Yl:af 19%, appruvl:u Fl:bruary 10, 1996, aiTl:cling
cc=rlain c=mpluYl:l:s Guvt:mml:Dl-wiul: who havl: pl:rfunnl:u sl:rvicl: with a nunapprupriall:u fund

inslruml:Dlalily (NAFI) af\~ Dl:cc=mbl:r 31, 1965.

Under cuIT~llaw, certain I:mploYI:I:~ who havl: movl:d, ~inCI: January 1, 1987, ~lw~ N.A..FI
and civil ~t:rVicl: pu~ilion~ wilhin lhl: Dl:parlm~l of Dl:fl:n~1: (DOD) or Coa~l Guard may I:Il:cl
to continue their NAFI, CSRS, or FERS retirement coverage after the move (see Chapter 12,
Part 12AS of The CSRS and FERS Handbook for Personnel and Payroll Offices). Also,
CSRS credit is allowed under limited circumstances for certain NAFI service performed before

1966 (see Chapter 20, Part 20A2 of the Handbook).

Section 1043 of Public Law 104-106 expands the authorities in current law. These provisions
do not take effect until OPM, the Department of Defense, and Coast Guard issue regulations,
which must be published by August 10, 1996. The new authority affects people who, under
limited circumstances at an)1ime after December 31, 1.965, performed service with a NAFI.

Em~lo~ees who retire before the effective date of the rel!ulations ~Dlel!1entinl! the n~~
~rovisions will not be able to make elections under the n~~J~w, Therefore, we are attaching

an infonnation sheet which you may use to counsel any FERS employee considering
retirement before the regulations take effect and who has post-l96S NAFI service which is not

now creditable.

Certain employees now covered by a NAFI retirement plan who have prior service under
CSRS or FERS may be eligible to elect to return to CSRS or FERS coverage or to receive
credit under the NAFI retirement plan for FERS service. The NAFI personnel offices will
provide information to these employees regarding their opportunities for elections under the

new law.
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The new provisions are complex and will require eligible employees to pay deposits. The
method of determining the amount of the deposit must be established by the regulations to be
issued by OPM, DaD, and Coast Guard. Specific counselling of employees regarding service
credit for previous NAFI, CSRS or FERS service and the required deposit must therefore await
the regulations.

Employees moving within DOD or Coast Guard may, if eligible, continue to make a
retirement election under current regulations. Those regulations require an employee to make
an election within 30 days to either continue NAFI, CSRS, or FERS retirement coverage, or to
enter the new employment system's plan without receiving service credit. Employees who,
under current regulations, make an election based upon a qualifying move occurring on or
after February 10, 1996, will not be eligible for the elections under the new provisions. DOD
and Coast Guard have authority to waive the current 30-day time limit. thereby permitting
employees to delay an election until the new benefits are effective, and necessary information
is available.

Agencies will be given details involving the new election opportunities once the regulations are

published.

~ 

£. ~, L--
John E. Landers, Chief
Retirement Policy Division

Attacrunent



PU8f~fC fA W 104-106
NONAPPROPRIATED FUND INSTRUMENTALITY (NAFI) SERWCE

{Inder current law, certain emplnyee~ whn have mnved, ~ince .January 1, 19R7, hetween NAFT
and civil ~ervice pn~itinn~ within the Oepartment ofOefen~e (0<-)0) or Coa~t Guard may elect
to continue their NAFT retirement, Civil Service Retirement Sy~tem (CSRS), or Federal
F.mployee~ Retirement Sy~tem (FF,RS) coverage after the move. AI~o, CSRS credit i~ allnwed
under limited circum~ta.nce~ for certain NAFT ~ice performed hefore 1966. Federal agency
per~onnel office~ have guidance on the~e provi~ion~ in The CSRS and FRRS Handhnok for
Per~onneJ and Pa}Toll Office~ (Chapter 12, Part 12A5 and Chapter 20, Part 20A2).

Puhlic J ,aw 1.04-106, enacted Fehruary 10, 1996, allow5 additional retirement credit
opportunitie5 for employee5 who moved hetween NAF and civil 5ervice pn!\ition5 after
Oecemher 31, 1965, under certain condition5 5pecified in the new law. The!\e provi!\ion!\ will
not take effect until arM, 0(-)0 and the Coa!\t Guard puhli!\h regulation!\ to implement all of

the provi!\ion!\. The law require!\ regulation!\ hy Augu!\t 10, 1996.

FF,RS F,MPT ,OYF:F:S

If~ou rctirc bcforc thc rceulations takc cffcct. ~ou will not bc ablc to takc advantaec ofthc
ncw grovisions for NAFI scrvicc crcdit. If, at thc timc thc rcgulations takc cffcct, you arc
covcrcd by FERS and havc prcvious scrvicc with a DOD or Coast Guard NAFI, you may clcct
to rctum rctroactivcly to NAFI rctircmcnt plan covcragc and obtain scrvicc crcdit undcr that
plan for FERS scrvicc, if you mcct all fivc ofthc following conditions:

CulTcntly covcrcd by FERS and ncvcr had an opportunity to clcct to continuc
rctircrncnt covcragc aftcr a movc from NAFI cmploymcnt, and

1.

Movcd from a position covcrcd by a NAFI rctircmcnt plan to a position covcrcd
by FERS (not to a position covcrcd by CSRS, cvcn if followcd by an clcction to
join FERS), and

2.

Pcrfonncd cnOUgh scrvicc to bccomc vcstcd in thc NAFI rctircmcnt plan bcforc
moving to a position covcrcd by FERS, and

3.

Rctumcd to scrvicc covcrcd by FERS within 1 ycar or lcss aftcr NAFI
cmplo)1ncnt, and

4.

Rcmaincd continuously covcrcd (disrcgarding any brcak in scrvicc of lcss than
3 days) by FERS sincc rcturning to work aftcr thc m9vc from thc NAF!

position.
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Also. ccrtain FERS cmployccs may clcct to rcmain covcrcd by FERS and obtain FERS scrvicc
crcdit for a pcriod of scrvicc undcr a NAFI rctircmcnt plan. This clcction is availablc to FERS
cmployccs rcgardlcss of tbcir prcvious opportunity to clcct to continuc rctircmcnt covcragc
aftcr a movc from NAFI cmpIO}1ncnt. Thc FERS cmploycc must. howcvcr. mcct thc othcr
rcquircmcnts listcd on thc prcccding pagc (numbcrs two through fivc).

NAFI EMPI.OVRRS

If, at the time the regulations take effect. you are covered by a NAFI retirement plan and
moved to a NAF position from a civil service position subject to CSRS and/or FERS after
December 31, 1965, you may also be eligible for additional retirement credit opportunities for
your CSRS/FERS service if you meet other criteria set out in the law. Contnct your persoMel
office for additional infonnation.

CSRSEMPLOYEES

The law contains no provision which would allow an employee covered by CSRS to elect to
retroactively return to NAP! retirement plan covernge or to obtain credit for previous NAFI
service under CSRS.

DEPOSITS

Most elections will require pa~ent of a deposit. The method of computing deposits and the
procedures for making retroactive elections in retirement coverage and paying a deposit will
not be available until the regulations are issued.
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